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T, During December 1949 nnd Jamuary 1950 signs of relaxation in the axtreme
discipline of the Commmnist military and volice in Tsingtao have been ob=
served, as well as evidence of excesses, The military =nd, especially,

the nolice are beginning to talke equeeze and accept dribes.

Food Shortagzes, Shan 5

2. Comrunlat authorities have made no efforte to alleviate food shortages
which are causing gradual starvation of the peasants throughont all
Shantung. As late as Novemher 1049 flour was still beingz shipved from
Taingtoo to Dairen: the S5 SAN EDUARDO carried e large cargo of flour to
Dairen.

Shivoing :

Shirping from Hong Kong to Tsingtso continues, mostly on ships chartered
by Yuen Tung ani the Trinity Development Cornoration. Moat cargoes are
consigned to the Communist Buresu of Trade and Industry. It iz eatimated
that about 1,500 tons of cargo arrive in Teingtao daily with lese than 1/3
of thls amount being exported in exchange. Two smell Soviet merchant
vessels are known to have brought cargo to Taingtao between November and
Jomuary. Early in December 1949 a 10,000-ton Soviet tanker, said to be
the 35 PALOMAR, offlonded a full cargo of kerosene and diesel oil in
Teingteo. She is not kmown to have taken out any cargo.
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4. On 21 Jenusry the official exchange rate was Jen Min Pliso (JMP) $20,700
for US $1. The Taingtao black market is almost noneexistent except for
very surreptitious traneactions in gold bars, which sell for twice the
official rate of about US $20 an ounce. Chartarsrs' revresentatives sboard
chartered vessels are reliably said to be carrying on large-scale smuggling
of gold from Teingizo. :
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6. Private businesses stlll remeining oven have done little or no trade. During
Hovember and December over US $300,000 in "business taxes® were collescted from
211 firms for business tronsacted from Julr through September. Zach of the 3
foreign oil companies pald about U3 $7,000, and the Yes Tzoong Tobacco Company
pnid adbout US $12,000. All taxzes are exorbitant; for exampls, a G-month land
tax for about 2} monm 1n a residential area is about US §140.
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